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Pierce Welcomes Freeing of Pension Funds for Housing 


HUD Secretary Samuel R. Pierce, Jr. , says he welcomes administration action that will allow the use of 
private pension funds to finance residential mortgages. The Secretary called use of the construction- 
oriented pension funds ‘‘a boost to the American economy, and especially helpful to the housing 
industry .”” 


The breakthrough came at a White House meeting in which President Ronald Reagan instructed the 
Department of Labor to take immediate steps to permit pension plans to invest their funds in residential 
mortgages. Previously, provisions of the Employee Retirement Income Security Act of 1974 prohibited 
the construction industry from investing its funds in the mortgage industry as a protection against 
conflicts of interests. The White House estimates that the rule change could make as much as $20 billion 
available to finance residential mortgages. 


The President’s Commission on Housing, in its recent report to the President, recommended ‘‘the 
elimination of provisions of current regulations or laws that inadvertently limit the housing investments 
of pension funds, insurance companies, and other potential major sources of housing capital.’’ It urged 
the Department of Labor to issue proposed regulations that would exclude from the Employee 
Retirement Income Security Act regulations mortgage pools associated with pass-through securities 
issued or guaranteed by the U.S. or an agency or instrumentality thereof, including the Government 
National Mortgage Association, the Federal Home Loan Mortgage Corporation, and the Federal 
National Mortgage Association. 


Calling the pension fund action ‘‘an important step toward the economic recovery of the housing 
industry and housing affordability for American families,’’ Secretary Pierce noted that until now the 
Employee Retirement Income Security Act constraints have effectively limited pension fund investment 
in residential mortgages to approximately two percent of pension fund investments. The President’s 
action will change that, he said. ‘There will be no specific limit on the amount of money pension funds 
can invest in residential mortgages.’’ President Reagan also instructed the Department of Labor to 
move quickly to allow even greater freedom for all pension funds to invest additional monies in 
housing. 


Secretary Pierce said: ‘Pension funds are a major economic force in the Nation. Their assets in the past 
20 years have grown from $38 billion to more than $600 billion. These funds are the single largest pool 
of long-term capital in the Nation.”’ 


He said that he had talked with various union representatives and pension fund trustees about the 
possibility of investing pension funds in residential mortgages for the past several months. ‘*From those 
conversations,’’ he said, ‘‘I feel certain that there will be a very substantial investment of pension funds 
in residential mortgages. Such investments will be beneficial for pension fund participants and for the 
country.”’ 





HUD Announces Results of Mortgage Lending Survey for September 


HUD has announced that originations of mortgages on one-to-four family homes dropped to $8.1 
billion in September, down 48 percent since September 1980. Savings and loan association loan 
closings were off 61 percent from a year ago, while closings for commercial banks and mortgage 
companies were down 39 and 29 percent, respectively. Savings and loan associations accounted for 38 


percent of September originations, followed by mortgage companies and commercial banks with 
market shares of 25 percent each. 


According to the survey , long-term loans closed during September on multifamily residential properties 
totaled $.8 billion, a decrease of 40 percent from last September. Long-term loans on nonresidential 
properties totaled $2.2 billion, a decrease of 28 percent over the last year. 


States May Consider Proposed Model Real Estate Act in 1982 


Selected State legislatures meeting in 1982 are expected to consider a proposed Model Real Estate 
Cooperative Act approved by the Nationai Conference of Commissioners on Uniform State Laws 
(NCCUSL) in August 1981. A NCCUSL spokesperson said because the Act is designated as a model 
act, rather than a uniform Act, it may not receive from the Commissioners the same priority as the 
Uniform Condominium Act received in terms of recommending it to their respective State legislatures. 


However, the proposed Model Real Estate Cooperative Act is described by the Law Reporter, the 
official organ of the Community Associations Institute, as ‘‘a significant step in the development of 
community association law.’’ The Reporter said: ‘When considered together with the Uniform 
Condominium Act (1977), and the Uniform Planned Community Act (1980), the Co-op Act completes 
the circle of statutory schemes designed to rationalize the treatment of community associations and 
promote their being developed in a manner that is both protective of the interests of all the parties 
involved and viable in the long run.”’ 


The proposed Act was patterned after the other uniform acts and contains many of the same docu- 
mentary and disclosure requirements that those acts contain, the Reporter said. It also contains several 
important innovations, including a provision permitting the original co-op sponsor to choose whether 
the cooperative interests in the project will be real estate or personal property. The choice made by the 
sponsor, the CAI newsletter said, will determine the treatment the project receives for such purposes as 
taxation, sales, recordation, financing, lien perfection and priorities and rights of redemption. 


Publications Available 


The following publications are available from the Publishers Central Bureau, Department 124, 1 
Champion Avenue, Avenel, N.J., 07131. 


Adding Solar Heat to Your Home. . . contains information on planning, installing and using solar 
heating in a new or existing home; tells how you can harness the energy of the sun to heat your house 
easily and economically. $7.95, 358263. 


Low-Cost Green Lumber Construction. . . tells you how to get a break on construction costs by using 
low-cost, strong, attractive and readily available green lumber; includes special construction tech- 
niques and many how-to-do- it illustrations. $8.95, 364220. 


The Log House Book. . . designed as a practical answer to the current housing crunch, this do-it- 
yourself guide tells you how to plan, build, or buy a log house, from one-room cabins to family-sized 
homes; includes tips on designing your own house or purchasing pre-cut kits, selecting a building site, 
laying a foundation, installing fireplaces, wood-burning stoves, etc. $5.95, 334992. 





Nuggets 


The Census Bureau reports that about one in 36 people — 2.7 percent of the population — lives ona 
farm. The report said that the Nation’s farm population numbered 6,051,000 during 1980. In 1920, 
30.1 percent of the total population lived on farms. The farm population has proportionally more 
whites, more males, more married couples, and higher fertility than the nonfarm population, according 
to the Census Bureau. The Bureau also noted that the farm population is somewhat older with the 
median age being 35.5 years (1980). That is 5.5 years older than people who do not live on farms. 


The Worldwatch Institute, a Washington, D.C.-based research group, says that as many as five 
million small windmills could someday provide as much electricity as 25 atomic reactors for American 
homes, businesses and farms. A study, Wind Power: A Turning Point, said that some 370,000 farms 
and businesses and 3.8 million rural homes could make use of small-scale wind energy. ‘‘Many 
countries can eventually meet between 20 percent and 30 percent of their electricity needs with a 
combination of large and small wind turbines,’’ the report said. 


According to a marketing survey by Advertising Age and the Marketing Economics Institute, black 
consumers spent more than $38 billion on housing, food and clothing in 1980, and are a potent force in 
the American economy. The survey also indicated that blacks are concentrated in a select group of 
urban markets, making up 15.6 million of the 91.2 million living in these metropolitan areas. The major 
markets for blacks, however, are not necessarily among the 50 largest cities in terms of total population. 
The study, based on the 1980 census, also revealed that during the last 10 years, blacks living in cities 
rose 9 percent to 11.5 million. At the same time, blacks who left the inner cities increased some 34 
percent to about 4.1 million. 


The Tax Foundation said in a recent report that 23 States paid more taxes to support Federal grant 
programs than they received in aid last year. Texas, Connecticut, Indiana and Ohio led the list of States 
with the largest tax payments for each $1 in Federal aid returned to them. Texans paid $1.40 for each $1 
returned; residents of Connecticut paid $1.35 for each $1 and Ohio residents paid $1.27. The 
Foundation, a nonprofit and nonpartisan research group, said that the Federal Government distributed 
$88.6 billion in grants to the States in Fiscal Year 1980. 


A survey by the State Planning Office in Vermont has revealed that some 56 percent of all State 
households use wood as either a main fuel or as a backup fuel. Three years ago, the survey said, oil was 
the dominant fuel and only about 22 percent of Vermont households used wood as the main fuel. Today, 
the study showed, 39 percent of all households use oil as a main fuel, compared to 59 percent in 1978. 


Meanwhile, the Wood Heating Alliance, a private trade organization in Chicago, reports that 1.2 
million woodburning stoves were sold in 1979. Only about 200,000 were sold in 1973. The Alliance 
said that households burned 30 to 40 million cords of wood for heating last winter, compared to about 
half that amount in 1970. A cord of wood measures 4’ by 4’ by 8’ and costs from $65 to more than $100, 
depending on locality. The average household using wood stoves can burn an average of six or seven 
cords of wood per year. 


The Columbia Broadcasting System and American Telephone and Telegraph have announced plans 
to jointly test a computer-based, home-information system using videotex terminals. The test, 
involving about 200 homes, is scheduled to begin in about a year and will run for seven months. The 
term videotex describes the technology that enables households to receive information and perform 
such functions as banking and billpaying by the use of television sets connected to telephone lines. 


FYI 


American Management Associations, Human Resources Division, ‘‘Equal Employment and Affirm- 
ative Action: Positive Management Approaches to Compliance,’’ Part 1, A Basic Orientation, San 
Francisco, Calif. , January 18-20, 1982; Part 2, San Francisco, Calif. , January 21-22, 1982. Details: 
AMA, 135 West 50th Street, New York, N.Y. 10020 (202/246-0800). Parts 1 and 2 will be offered 
again as follows: February 1-5, Houston, Texas, and February 22-26, Washington, D.C. 





Simnificant Litizati 


Vandermark, et al. v. Housing Authority of the City of York, et al., C.A. No. 81-1327 (3rd Cir., Oct. 
23, 1981) 


The Third Circuit affirmed the District Court decision holding that the York Housing Authority (YHA) 
policy of refusing Section 8 assistance to persons owing the YHA money was consistent with the United 
States Housing Act and HUD regulations. The Court of Appeals found that the Housing Act delegates 
much authority to local public housing agencies (PHA) and, therefore, HUD regulations properly 
provide for local development of eligibility and preference requirements. The court found that PHA’s 
have ‘‘a clear fiscal and management interest in making certain that debts owed to it by Section 8 
applicants are first paid.’’ The court also concluded that HUD’s approval of the YHA’s use of the 
criteria did not constitute rulemaking which would require the notice and public comment procedures 
under the Administrative Procedures Act. Finally , the court held that the use of criteria which excluded 
from participation in the Section 8 program persons owing debts to the YHA, but which did not exclude 
persons owing debts to other creditors, did not constitute a denial of equal protection. 


Blackshear Residents Organization v. HUD, No. 79-3558 (5th Cir., Oct. 13, 1981) 


The Fifth Circuit has affirmed the District Court award of summary judgment in favor of HUD and the 
City of Austin, Texas. A community group representing low-income persons who live in predominant- 
ly low-income areas in Austin, Texas, alleged that HUD had violated the ‘‘no substantial reduction’”’ 
provision in 42 U.S.C. §5301(c) by permitting the City to use CDBG money to fund several projects 
that it previously had indicated it might fund locally. Plaintiffs also alleged HUD should have 
promulgated regulations to implement §5301(c). 


In denying appellants’ claims the Fifth Circuit held that the Congress has not stated that a local 
government must fund community development projects at any certain monetary level or that there 
must be continued support for specific projects. Rather the local support for all the community 
development activities is not to be substantially reduced. The court also declined to evaluate whether 
CDBG funds should have been used for projects that appellants preferred. Finally , the court ruled HUD 
was not required to promulgate regulations to implement §5301(c) and that HUD’s monitoring of 
compliance with §5301(c) on a case-by-case basis was satisfactory. 
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